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AICPA Washington Report
February 12, 1973
Volume 1, Issue 6
ATOMIC ENERGY COMMISSION
New restrictions on special nuclear materials
have been proposed by the Commission.
(Fed. Reg., 2/1/73, p.3077.) The proposed 
rules would provide revised material control 
and accounting requirements for special 
nuclear material held by licensees.
In a accompanying release (R.36), 
the Commission indicated undetected loss or 
diversion of material can be achieved only 
by a physical inventory. Additional reporting 
requirements are also being sought. Comments 
on the proposed regulations will be accepted 
until 3/5/73.
CONSUMER PROTECTION AGENCY
"CPA" legislation has been introduced in the
Senate by Senator Ribicoff (D-Conn.). The 
bill, S.707, has been co-sponsored by 
Senators Javits (R-N.Y.); Percy (R-Ill.);
Magnuson (D-Wash.); Moss (D-Utah); and Cook 
(R-Kentucky).
The measure was referred, by unamimous 
consent, jointly and simultaneously, to the 
Committees on Commerce and Government Operations 
with a provision that where one committee 
reports the bill, the other has 45 days in which 
to report or the other committee will be deemed 
discharged from further consideration of the bill.
Hearings in early March by the Government 
Operations Committee have been mentioned by 
Senator Percy. Senators Ribicoff and Javits are 
members of that committee.
2COST OF LIVING COUNCIL
A milk and milk product regulation amendment has
been added to the regulations to clarify
the rules applying to regulated sellers of 
milk and milk products in Phase III. A new 
Section 130.59 has been added to continue 
explicitly the provisions of Section 300.17 
of the superseded Price Commission regulations, 
with certain modifications (Fed. Reg., 2/5/73, 
p.3187).
Term-Limit-Price Agreements will remain in effect, 
it has been announced. (CLC-204 of 2/8/73.)
The TLPs, which were arranged between 
corporations and the Price Commission staff 
during Phase II, will continue until their 
expiration date, one year from the date they 
were put into effect. This arrangement permits 
the corporations to make "line/product" increases 
without justifying each increase so long as the 
weighted average doesn’t exceed 2% over the 
entire 12-month period.
ICC tariffs and schedules standards have been
modified in order to comply with Phase III 
provisions. A revised Section 1311.5 of the 
Commission's regulations has been published.
(Fed. Reg., 2/6/73, p.3389.)
Mandatory Rent Controls would be required in areas 
with an unemployment rate in excess of 6.5% 
according to a recent amendment offered to 
S.398. The amendment to the legislation which 
would extend the life of the Economic Stabilization 
Act was presented by Senator Case (R-N.J.).
Senator Javits (R-N.Y.) has indicated support 
for the measure, as well. The amendment appears 
at p. S1962 of the 2/2/73 Cong. Rec.
The hearings in the Senate Banking Committee 
concluded on 2/7/73 and executive sessions on 
the measure will commence most likely in early 
March. The current authority expires 4/30/73.
ECONOMIC OPPORTUNITY, OFFICE OF
Hearings were held last week on cutbacks and
reorganization proposals for OEO and related 
programs by the House Subcommittee on Equal 
Opportunities. The subcommittee heard from two 
dozen various officials including Labor Department 
Manpower Administration Director Paul Fasser,
3and National Association for Community 
Development Executive Director James 
Boylson.
The subcommittee staff intends to 
review the statements and submit a letter 
to OMB Director Roy Nash, setting forth the 
various issues raised by the hearings as well 
as the legality of the action.
Attempts to halt the dismantling through 
class action suits is also being studied by 
various interested groups and associations.
FEDERAL HOME LOAN BANK BOARD
A notice of hearings has been issued on the proposed 
regulations governing conversion to State- 
chartered savings and loan associations and 
State-chartered mutual savings and loan associations 
The hearings on the proposals will be held on 
March 12 and 13 in Washington at the Board's 
headquarters building. Requests to present 
testimony must be filed by March 1, 1973 (Fed. Reg., 
2/7/73, p.3527.)
Fiscal Year-End Audit Proposal has been extended to 
permit additional comment on the amendment to 
Section 563 of the Rules and Regulations for 
Insurance of Accounts. The notice of proposed 
rulemaking was published in the 12/20/73 Fed. Reg., 
p.28079. The new deadline for submitting comments 
and views to the Board is 2/28/73.
FEDERAL POWER COMMISSION
Equity Accounting for subsidiary investments will 
be permitted under the revised accounting 
regulations and annual report forms for natural 
gas and electric utilities.
The new accounting practice, the Commission 
pointed out, is compatible with a March, 1971 
opinion by the AICPA. Earlier differences 
between the FPC proposal and the AICPA opinion 
have been eliminated or minimized in the rule 
adopted.
The amendments to the Uniform System of 
Accounts are effective as of 1/1/73. The changes 
in the annual report forms are effective for 
reporting year 1973. The Order itself (No. 469) 
was issued 2/1/73.
4HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Emergency school aid regulations have been adopted
by the Office of Education. (Fed. Reg., 2/6/73 
pgs. 3450-71.) The regulations were adopted 
to carry out the legislation adopted last year. 
(P.L. 92-318.)
An audit requirement for grantees is 
provided (p.3469).
Senator Kennedy's "Health Security Act" (S.3) has 
been reprinted in the 1/31/73 Cong. Rec. at 
pgs. S1610-28. The additions over last year’s 
proposal include expanded services by providers.
The "Medicredit" health insurance proposal 
continues to gather support. More than 127 Senators 
and Congressmen have already joined in co-sponsoring 
the legislation backed by the AMA, and advocates 
predict an additional 60-80 more members will 
come out in favor of the measure.
The Washington Post (2/4/73) carried an 
interview of the former HEW Secretary Wilbur Cohen 
who expressed his views and appraised the various 
proposals which have been submitted as alternatives 
to the present system of health care delivery.
INTERSTATE COMMERCE COMMISSION
Subchapter C, "Accounts, records and reports", of 
the Commission's regulations has been amended 
regarding the defintion of the "accounting 
period" for common and contract motor carriers 
of passengers and common carriers (Fed. Reg., 
2/8/73, p.3601).
SECURITIES AND EXCHANGE COMMISSION
J. Bradford Cook will be named to succeed Casey 
as Chairman, it has been reported. White 
House confirmation of the designation, as 
well as the re-appointment of Phillip A. Loomis, 
Jr., is expected at any time. Also expected to 
be named as a Commissioner is John R. Evans, 
Minority Staff Director of the Senate Banking 
Committee. Mr. Cook is currently the head of 
the Commission's Market Regulation Division and 
previously served as General Counsel at the SEC.
5The other contender for the position,
C. Calvert Knudsen, a senior vice president 
of Wyerhauser company and close personal friend 
of White House advisor Peter Flanigan, apparently 
was defeated in his bid for the Chairmanship.
"Equity Security" would be clarified and defined to 
specify that such options (puts and calls) are 
equity securities within the meaning of Section 
3(a)(11) of the 1934 Act (Rel. No. 34-9929).
A reprint of the proposal appeared in 
the Fed. Reg., 2/5/73, p.3339.
A variable life contracts regulations policy has been 
issued by the Commission (Rel. No. 33-5361 of 
1/31/73). The Commission, on the basis of public 
hearings held last year, has determined not to 
adopt an exemptive rule with respect to variable 
life contracts under the Securities Act. Because 
of the complex nature of the investment elements 
of variable life insurance, it is particularly 
important that the disclosures provided by the 
Securities Act registration be maintained, as 
well as to provide the protections of full 
disclosure.
An extension for comments on amendments to the
Securities Investor Protection Act of 1970 
has been ordered. Under consideration is 
proposed Rule S6d-1 which deals with debtor 
contractual commitments under Section 6 (d) 
of the SIPC Act which do not fall within the 
category of fails to receive, fails to deliver 
and unsettled transactions as defined in 
Paragraph (a) of the proposed rule. The proposal 
seeks to close off State transactions from 
receiving recognition, other than as a possible 
claim against the debtor's estate.
Deadline for comments is now 2/24/73.
John C. Burton addressed the New York Chapter of
the FEI recently, urging that the "whole story" 
be told and to avoid "accounting tricks".
He also suggested that care should be 
taken with what a public relations department 
does "when it takes the numbers that have been
6painstakingly prepared in accordance with 
generally accepted accounting principles".
Rule 19b-2 of the 1934 Act, "Utilization of Membership 
on National Securities Exchanges for Public 
Purposes" has been published in the Fed. Reg., 
of 2/8/73 (pgs. 3902-3943). The revised rule, 
issued earlier in January, was received with 
mixed reaction from the business community and 
certain Congressional spokesmen.
Comment period extended on releases 33-5342, 33-5343,
and 33-5344. The SEC today announced that it
had extended for 30 days the period during which 
comments will be received on the proposals set 
forth in Securities Act Releases 5342, 5343 and 
5344 calling for additional disclosure regarding 
accounting practices and tax expense and for a 
textual statement setting forth information which 
would help the investor to perceive the quality 
of earnings. The comment period on these 
releases will now end on March 19, 1973 (Rel. 33-5367)
TREASURY DEPARTMENT
Foundation Excise Tax Regulations (Part 53), IRC, 
have been amended, and the revisions are 
contained in the Fed. Reg. of 2/5/73, p.3314.
The changes apply to Section 4942 dealing with 
the tax effects on a private foundation which 
fails to distribute its income according to 
statutory provisions.
Tax reform panel meetings continue in the House.
Because of the interest in these hearings, 
copies of the statements of the panelists 
participating with the House Ways and Means 
Committee's tax reform hearings, are being made 
available in limited quantities to the public.
The Committee prints will be provided approximately 
three days after the close of a panel and may be 
picked up in Room 1102, Longworth Building.
In the Senate, there appears to be little 
activity being generated on the subject.
Hearings will probably be scheduled for late 
Spring; however, because of the broad scope of 
the proposals, the likelihood of a reform bill 
clearing both the House and the Senate this 
session appears unlikely.
7A Florida tax preparer accepted a consent order on 
the basis of a complaint issued by the FTC.
The complaint against J.D. Gramm, Inc., of 
Hialeah, Florida, cited the firm for making 
false claims for its preparation service.
The firm, the complaint alleged, had advertised 
an unconditional guarantee of accuracy; specially 
trained staff; an audit service; and year 'round 
availability.
Office of Revenue Sharing will hire some additional 
personnel to perform audit and evaluation 
functions of the program, the Department 
has announced. A total of less than 80 people 
will be responsible for managing the task of 
paying out over $5 billion to 38,000 state and 
local governments.
Public disclosure of tax deductions and credits 
would be permitted under a bill recently 
introduced by Rep. Vanik (D-Ohio). The 
measure, HR 4311, would require that tax 
information be filed in 10K reports prepared 
for the SEC, and that IRS would have to release 
the information upon request.
The measure has been referred to the House 
Ways and Means Committee, on which Rep. Vanik 
sits. Similar legislation is expected to be 
introduced in the Senate by Senator Nelson 
(D-Wisc.), a member of the Senate Finance 
Committee.
CPAS IN THE NEWS
Accountants assist small businessmen in Hawaii and
Senator Fong (R-Hawaii) commended the performance 
of the Hawaii Society of CPAs and the Small 
Business Administration (SBA) in their cooperative 
efforts to assist financially troubled small 
business enterprises (Cong. Rec., 1/31/73, S1684).
Ken Lacy, Peat, Marwick, Mitchell & Co. 
was named to head a small business committee to 
assist with communicating the SBA story to the 
other members of the Society.
Millard T. Charlton & Company, independent accountants
for the Sibley Hospital, Washington, D. C., in 
a 1971 audit report were reportedly critical of 
that hospital's decision to maintain large cash 
reserves in interest-free accounts in banks whose 
officers acted as trustees for the hospital.
8This report was part of a series of 
articles done by the Washington Post 
to spotlight the problem of excessive 
hospital costs and overall mismanagement 
in the health care delivery system.
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